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Message 


The Strategy 1975-80, appearing five years after Canada’s Foreign Policy Review 
of 1970, is an important milestone for Canada’s development cooperation policy 
with the Third World. The document is both an assessment of the many changes 
that have taken place in the field of international development cooperation and a 
crystallization, in twenty-one points, of the thrusts, orientations, principles and 
policies that will guide Canada’s development cooperation in the second half of this 
decade. This document signals the increasing importance of Canada’s relations 
with the Third World and expresses our strengthening commitment to cooperation 
for world development, both through broadening our approach and enlarging our 
development assistance efforts. 


In the preparation of this comprehensive document, the Government has drawn 
from many sources. International conferences have highlighted key developmental 
issues, while consultations with many of our partners of the Third World have 
provided important inputs. Within Canada, contributions by a wide spectrum of 
people and groups have given valuable insight, and extensive discussions be- 
tween Government departments have ensured that the Strategy reflects the 
Government's wider priorities and concerns. 


The soundest basis for the new departure in development cooperation embodied in 
the Strategy, is found in the considerable efforts Canada has undertaken in this 
area since the inception of the Colombo Plan in 1950. Both the volume and value of 
Our program have been significant; our policies have been tried and tested in the 
field; many thousands of Canadians have had the opportunity to be involved 
first-hand in these efforts; and trade and investment have also progressively 
extended our ties with developing countries. This quarter century of development 
cooperation has been an apprenticeship for the world and for Canada; what 
lessons we have learned, what insight gained, what political will generated, all 
motivate the Strategy and are reflected in the pages of this document. 


Implementation of the Strategy’s principles, policies and guidelines has already 
started and will be a major focus of CIDA activity over the coming years. From this 
point of view, the Strategy provides: 

(a) basic principles and approaches on which to build detailed policies; 

(b) bench-marks from which to assess Canadian performance in development 
cooperation during coming years; 

(Cc) a moving framework within which adaptation to rapidly evolving and un- 
foreseen circumstances can be assured. 


Monitoring and evaluation complementimplementation. Assessment of changes in 
the world environment and of the relevance of our policies must be ongoing. 
Flexible mechanisms are necessary to adapt and adjust to change. 


| believe this document will find a large degree of its relevance for the Government 
and the people of Canada as a springboard to greater achievements; in promoting 
greater understanding of Canada’s cooperation, in reinforcing a process of con- 
stant review and planning in development, and in setting the course for 
strengthened and more effective Canadian cooperation endeavors. 


fue 


Allan J. MacEachen 
Secretary of State for External Affairs 


September 2, 1975 
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PART I: 


ANALYSIS 


A. Global Perspective: 
The Changing International Environment 


The World Economic Crisis 


A review of Canada’s international development policy comes at a time when all 
industrialized countries and development agencies are engaged in a reappraisal of 
their programs and policies toward the Third World. The most immediate reason for 
the current reassessment may be found in the global conditions of crisis which have 
marked the last two years. A large number of developing countries, particularly the 
poorest, have entered a period of “permanent emergency”, with the result that their 
development targets, adopted confidently at the start of the Second Development 
Decade, have been abandoned in favor of strategies aimed at the mere survival of 
their peoples. For many, the next few years will be the critical adjustment period. 


But there are even more profound factors underlying the current mood of 


questioning and redefinition of goals. Recent events are being seen as symptomat- | 


ic of historical forces which will persist far beyond the next five years. These may 
perhaps be best described as a revolution of expectations on the part of the poor, 


who seek a more balanced distribution of resources and opportunities through a | 


more equitable international economic and social order. 


For most industrialized countries, the economic impact of recent events has 
been excessive inflation, followed by a downturn of their economies and an abrupt 
change to large current account deficits. A fundamental problem for the years 
ahead will be an orderly adjustment to these deficits without prompting a round of 
competitive trade restrictions or deflationary policies which could lead to a world 
recession. The downturn in economic activity, from which there are now prospects 
of a recovery, has had a serious impact, beyond the domestic situations of 
industrialized countries, on developing countries which depend upon their exports 
to finance import needs and repay their debts. 


Food, Fuel and Fertilizer 


Food is a major aspect of the global crisis. The world food economy appears to 
be undergoing a maior shift from conditions of abundance to an era of chronically 
tight supplies of essential foodstuffs. In the previous decade, world grain production 
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outpaced population growth but a small drop in production in 1972, along with huge 
grain purchases by the USSR and soaring demand for beef in the developed world, 
led to reductions in world food reserves to the lowest levels in 20 years. Compound- 
ing these factors was a world fertilizer shortage which promises to remain a 
concern for the next few years. 


The impact of food shortages and higher food prices has been felt most severely 
by the developing countries; they have also faced rising costs for petroleum and a 
sharp jump in the cost of fertilizer. The extra cost of oil imports alone in 1974, 
estimated at $10 billion, more than wiped out all the aid developing countries 
received the previous year. 


One of the major issues facing the world over the coming years is whether it can 
produce and distribute enough food for its growing population and at prices which 
the neediest countries can afford. Projections of food production are always 
hazardous, as they are subject to such unpredictable factors as weather, 
technological breakthroughs, price and availability of fertilizer, and domestic 
agricultural policies. Research undertaken by the United Nations Food and Ag- 
riculture Organization indicates that, even ignoring the possibility of periodic crop 
failures, the trend in many developing countries is towards food shortages far 
exceeding their capacity to import on commercial terms. 


Should bad weather or natural disasters trigger a repetition of the 1972 crop year, 
the result could be a catastrophe of massive proportions. And it should be em- 
phasized that the problem of chronic malnutrition which affects some 400 or more 
million people in the developing world can only be tackled if governments of 
developing countries are at least able to ensure the critical minimal nutritional level 
to permit the survival of their people. 


Many developing countries face a number of other related difficulties as well. 
Even before the current crisis with its associated rapid price increases, their 
outstanding debt was growing at an alarming rate. Without adequate external 
funds, these countries will be forced to curtail imports to levels which can be 
financed from current income. This may produce a cumulative downward Spiral as 
raw material shortfalls lead to declines in production, employment and exports 
which will further undercut their ability to finance imports. Already, the demand for 
many developing country exports has weakened as a result of the economic 
downturn in major industrialized countries. 


The Oil-Rich... 


The petroleum price rises have improved the prospects of several hundred 
million people on a scale previously unimaginable. The most immediate political 
consequence has been the transformation of one group of Third World countries 
into a powerful new force on the international scene. The magnitude of their 
economic leverage has become a significant factor in the international economic 
system as huge sums of money become available for investments or loans to other 
countries. In January 1975, member states of the International Monetary Fund 
acknowledged the economic power of the major oil exporters by agreeing to double 
their share as a group in the Fund. The prosperity and equilibrium of the world 
economy depends to a great extent on the continuing ability to recycle their surplus 
revenues to the benefit of all three groups—the oil producers themselves, the 
industrialized countries, and the rest of the Third World. 
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...and the Oil-Poor 


During 1974-75, a second group of developing countries has suffered either 
marginally or not at all, either because its members were relatively self-sufficient in 
oil production, or because they were receiving conjunctural gains in exports of 
primary commodities. It was expected that countries in this category would be able 
to cope with immediate adjustment problems by drawing down their foreign ex- 
change reserves, borrowing on capital markets, or using the special IMF Oil 
Facility. However, the numbers in this group have shrunk, since for many the 
conjunctural gains have proven shortlived as the prices of most commodities fell 
sharply on world markets in recent months. 


Some initiatives have been taken to remedy the situation, but they are still only 
limited. For example, in February 1975 the European Economic Community and 46 
developing countries signed the Lomé Convention, which will, amongst other 
things, provide guarantees against the risks of bad crops or of falling prices on the 
market. The IMF established in 1974 an Oil Facility; the 1975 version should offer 
funds at reduced rates of interest to developing countries. 


But for most of the developing world, the situation in the mid-1970s is in harsh 
contrast to the hopeful forecasts advanced in the late 1960s. Until 1973 their 
prospects were believed likely to follow growing world economic prosperity, rising 
international trade and significant advances in food production from the Green 
Revolution. These hopes were reflected in the targets accepted by the United 
Nations in its Strategy for the Second Development Decade in 1970. Now, how- 
ever, as the World Bank has warned, without a major effort by the international 
community, 800 million people around the world can expect almost no improve- 
ment in their conditions of life for the rest of the decade. 


The major problem lies with groups of countries that are poor in resources, which 
have incomes below $200 per capita and whose populations were already largely 
at subsistence levels prior to 1973. These countries are principally those of the 
Indian subcontinent (India, Bangladesh and Sri Lanka) and tropical Africa. In many 
cases, these same countries have been the most vulnerable to natural disasters, 
and therefore all the less resilient to the recent man-made upheavals. 


Global Breakdown or Breakthrough? 


During any period of instability and rapid change in the international environ- 
ment, itis commonplace for claims to be made that the world “has reached the end 
of an era”. It might be tempting for some to dismiss many of the shocks sustained 
by the international system in the past two years as relatively short-term and 
isolated problems to which the industrialized countries can adjust over time without 
major revisions to national policies and aspirations. Yet many institutions and 
individuals throughout the world are warning that recent crises, while hastened by 
short-term factors, are in fact danger signals marking the emergence of long-term 
and fundamental changes in the international, political, economic, social and 
ecological systems. 


The rapid expansion of global economic activity against the backdrop of increas- 
ing environmental stresses and resource scarcities has brought the world to the 
point where it must address in a new context the issue of how resources and 
economic activity are distributed among countries. A factor in the new context is the 
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possibility that resources necessary for economic growth may at some point, 
perhaps even in the relatively near future, cease to be in adequate supply to meet 
the needs of all countries, and that the environment may not support exponential 
growth at a rate sufficient to provide a decent standard of living for the entire world 
population. The urgency of these issues is highlighted by an expected growth of 
world population to more than seven billion by the end of the century, with most of 
the increase coming in the developing countries. 


Even before the present crisis, increasing concern was being expressed about 
the widening gap between the industrialized and developing countries, and the 
alarming prospects for social deterioration in the Third World associated with 
maldistribution of income, unemployment, agricultural stagnation, and population 
growth. The events of the last two to three years simply multiplied these problems 
dramatically. Long-standing problems of distribution were accentuated as the 
burden of adjustment to shortages was forced upon the most vulnerable countries, 
regions and socio-economic groups. 


As long as resources and potential for economic growth appeared virtually 
limitless, the argument could be advanced to the developing countries that their 
own development would flow from and follow in the wake of growth in the industrial- 
ized world. But once limits to either resources or growth become possibilities, an 
intolerable prospect of a widening gap between rich and poor emerges. The 
redistribution of economic activity and consumption from rich to poor is then seen 
by the developing world to be the only route to the improvement of their situation. 


From this perspective, the present crises may be viewed as the logical outcome 
of the pressure from the developing world for a redistribution of wealth and 
consumption at the expense of a rich minority consuming a disproportionate share 
of the world’s resources. The action of OPEC countries raises as a central 
problem for the decades ahead the issue of how resources are to be divided among 
countries. It has jolted the rest of the world into a heightened awareness of its 
common dependence upon a finite resource. This perception is already having a 
significant impact on the international economic and political systems, as those 
who control scarce raw materials attempt to take some of the power traditionally 
held by those countries who control capital and technology. 


Increasingly, it may be expected that the developing countries will attempt to 
exercise whatever leverage they possess to protect their welfare and to reduce 
their vulnerability and dependence upon the actions of the industrialized nations. 
The forms of such leverage open to them are various and each brings with it major 
implications for international stability or security. Cartels of primary commodity 
producers for such diverse resources as bauxite, copper, iron ore and coffee are 
already being created. It may not be unrealistic to imagine unilateral debt repudia- 
tion, nationalization of foreign investments, and blocking of international monetary 
reform as further steps developing countries might take. Should frustration turn to 
complete despair, one cannot rule out the possibility of more violent responses. 


The likely success of any of these measures may be disputed, but it is clear that 
their avoidance will require other positive measures by industrialized countries. 
Moreover, a hostile reaction by the rich will only intensify the mood of frustration of 
the majority of the world’s population and foster an atmosphere of confrontation in 
international affairs. And if the industrialized countries were to retrench and retreat 
from their international responsibilities, it is questionable whether they could ab- 
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sorb the moral shock within their own societies that any ensuing catastrophes such 
as major famine would produce. 


It must be acknowledged that the evidence is too speculative to permit confident 
predictions about the future. It would be simplistic to suggest that what is on the 
horizon is a crude confrontation between rich and poor nations, or a single cata- 
clysmic disaster in which global breakdown occurs. More plausible, but equally 
dangerous, is the possibility that individual problems will turn into emergencies at 
different times, and disasters will occur on a regional scale but of sufficient mag- 
nitude to have serious implications of a political and moral nature for the remainder 
of the world. 


Interdependence has increased substantially the vulnerability of all countries to 
external instability. The industrialized countries will increasingly find their future 
prospects linked to the viability of a new relationship between themselves and the 
Third World, which, in turn, will require unprecedented commitments by the interna- 
tional community. In view of the disastrous consequences of allowing the present 
structural imbalances in the world to persist, there is no satisfactory alternative. 


B. International Development Cooperation 


The viability of an increasingly interdependent world order rests on the creation 
of an international economic system which will provide a more equitable distribu- 
tion of resources and opportunities to all people. Over the longer term, the objective 
toward which international development cooperation should aim is a permanent 
system of redistribution of resources, analogous to systems of equalization grants 
within nations. Such a system would recognize the fundamental right of all human 
beings to share the resources and conditions necessary for human life and dignity 
to flourish. 


Inthe meantime, itis critically important to press ahead with whatever means are 
available, including those that can help build within developing countries an indi- 
genous capacity for self-reliant development and foster the conditions which will 
enable them to participate in an interdependent system as full partners rather than 
as dependents. Much can be done now, providing that the political will for change is 
forthcoming on the part of industrialized and developing countries alike. 


If this development objective differs from those articulated in earlier years, itis the 
result of a certain maturity and experience with development cooperation. Unlike 
the earlier days of international development efforts, we now recognize that the 
transfer of concessional resources is not an effort which will soon be over, but 
rather a feature of international life which is becoming permanent. Moreover, it will 
require a far broader approach than merely aid transfers, important as these are, if 
significant changes in the international system are to be effected. 


Implementation of a broader approach is a major challenge facing Canada’s 


foreign policy in the coming years. Just as Canada’s continuing concern for social 
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justice has expressed itself domestically in measures to lessen regional disparities, 
it will express itself internationally by our contribution to a more equitable interna- 
tional system. This extension of principles of domestic social justice to the interna- 
tional scene was enunciated in the 1970 Foreign Policy Review as a fundamental 
guideline for Canada’s international development policy. 


The Limitations of Development Assistance 


The crises of the mid-1970s point to the urgent need for renewed and greatly 
increased efforts. Yet it would appear that the unprecedented deterioration in the 
fortunes of a considerable number of developing countries has coincided with a 
period of international disillusionment with aid and disaffection on the part of at least 
some traditional donors. While this may be due as much to domestic difficulties as 
to the uneven results of earlier experience with development assistance, it remains 
true that many donors embarked on the Second Development Decade in a much 
less confident and hopeful spirit than that of the 1960s. 


In retrospect, such a reaction may be seen as inevitable. Certainly, partisans of 
aid must be faulted for self-delusion and overly extravagant claims as to what aid 
could accomplish. Too often, aid and development cooperation were undermined 
by false assumptions about the speed at which a developing society could be 
transformed or the ability of Western science and technology to eliminate poverty. 
Lack of progress is not due to a single factor or cause; all agents involved bear a 
responsibility. In the past, many donors have pursued policies related more to their 
immediate self-interests than to those of recipients, and have maintained an 
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over-simplified view of the requirements of genuine development. Many recipients 
have squandered resources, refused to adopt rational trade and taxation policies, 
avoided land reform, or delayed crucial changes in administrative systems. 


A major misconception of donors was the assumption that the relatively modest 
volume of resource transfers represented by aid tlows could alone and in isolation 
eradicate poverty and guarantee development. After two decades of effort, the 
successes and achievements — and there have been many — seem meagre 
beside the vast problems of underdevelopment that have remained unsolved. In 
reality, foreign aid flows are dwarfed in size by a variety of other flows, such as 
export earnings. Likewise, they represent only a small proportion of the domestic 
development budgets of most developing countries. Faced with the fact of contin- 
uing poverty in the Third World, critics have held aid responsible for not producing 
the results which properly belong to other dimensions of the development relation- 
ship. | 


The Role of Non-Aid Policies in Development 


The need for international development cooperation to extend beyond aid trans- 
fers to the entire range of economic relations between rich and poor has been a 
constant theme in the declarations and action programs proposed by the developing 
countries in international forums for many years. What is significant in the last year 
is anew sense of urgency in the attack on some of the major structural problems of 
the international economy. This has arisen partly from present world conditions, but 
also from the growing militancy of the developing countries. The Special Session of 
the United Nations General Assembly on Raw Materials and Development in 1974 
highlighted these factors. In this debate, the Group of 77 countries (which em- 
brace all the main recipients of development assistance) chose to put group 
solidarity ahead of national interests in advancing a unified Action Program, a 
striking phenomenon in view of the divergent interests represented by the oil 
exporting countries and those countries hardest hit by the energy and food crises. 


In the Action Program and elsewhere, these countries have made clear that, 
while they will continue to seek a greater volume and higher quality of development 
assistance, their fundamental concern is to modify substantially the pattern of their~ 
economic relations with the industrialized world. Consequently, their major em- 
phasis during the UN Special Session fell upon factors other than development 
assistance: measures to increase their export earnings, recognition of their inter- 
ests in the reform of the international monetary system, permanent sovereignty 
over natural resources, implementation of the code of conduct for shipping confer- 
ences, improved channels for transferring technology, and regulation and control 
of multinational corporations. The significance of their concern was highlighted by 
the adoption of the Declaration of the Establishment of a New International Econom- 
ic Order (NEO) by the General Assembly in May 1974. These new priorities have 
been repeated and refined in a series of other international forums in which the 
Group of 77 countries have participated; they were voiced at the Commonwealth 
Heads of Government Meeting in Jamaica, in April 1975, and resulted in the 
creation of a special Commonwealth expert group on the New Economic Order. 
They will undoubtedly be the major focus of the forthcoming Special Session of the 
General Assembly on Development and International Economic Cooperation in 
September 1975. 


It is understandable why developing countries are putting such emphasis on 
issues such as trade and monetary reform. Export earnings from trade are currently 
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about ten times as large as total aid flows to developing countries. As the action of 
OPEC has demonstrated, a change in the price of primary commodities can have 
an impact on the economy of the exporting country which may significantly exceed 
aid flows. Similarly, international monetary policies, private foreign investment, 
shipping and control over undersea resources can have far more significance for 
the developing countries than development assistance flows. 


Private foreign investment in the Third World has been a particular subject of 
debate in the past few years. The spread and growth of transnational corporations 
has prompted a series of major reports from international institutions on the role of 
transnationals in world development, including most recently that of the Group of 
Eminent Persons for the Economic and Social Council of the UN in 1974. While the 
view remains that private foreign investment must be encouraged by the develop- 
ing countries as a vehicle for rapid development, concern has been expressed by 
some host countries over the implications of foreign investment in terms of net 
economic benefits, foreign control of key economic sectors and limitations to their 
political sovereignty. The central question in the debate has become not whether 
private foreign investment is “good” or “bad” per se, but how to maximize its 
benefits for the host country. The most concrete example of action by developing 
countries toward this goal was the adoption of a strict code for investment by the 
Andean Group of countries in 1970. 


If other economic relationships taken together are of such importance to develop- 
ing countries, it may be fairly asked whether aid will have a role in the coming 
years. The answer is clearly that it will. The enormous needs of the developing 
countries for concessional resources will in itself ensure a continuing requirement 
for aid, particularly during the crucial readjustment period of the next five years. The 
IMF estimated for 1975 a $30 billion combined current account deficit of the non-oil 
exporting developing countries (more than triple the 1973 deficit) on the implicit 
assumption that the necessary financing will be available. To prevent aggravation 
of the already serious debt problems of the Third World, such financing must be as 
highly concessional as possible. For certain countries, moreover, aid receipts are 
likely to remain a significant factor in their development budgets; the gains from 
higher export prices generally tend to benefit countries at a higher stage of 
development than those hit hardest by recent crises. The technical assistance 
furnished through aid programs often provides expertise not available locally or in 
other developing countries. Aid programs can also be mechanisms forthe introduc- 
tion of innovation, and for the transfer of knowledge, skills and technology. Finally, 
and most importantly, development assistance can act as the catalytic agent to 
effect transformation in a society in ways that other resource transfer mechanisms 
cannot. In the proper circumstances, it can be the “critical margin” between 
Stagnation and progress. 


Changing Development Goals: Growth vs. Distribution 


A major debate in international institutions, donor agencies and developing 
countries has centred upon the question of the goals of development. One view, 
espoused particularly by the United Nations in its Strategy for the Second Devel- 
opment Decade and reinforced by the President of the World Bank, has been that a 
key failure of the First Development Decade was caused by the mistaken belief that 
maximizing economic growth rates can alleviate poverty through the “trickling 
down” of benefits to the poor. 
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Now there is increasing concern that the benefits of growth have so far been 
concentrated upon a minority of the population and that income disparities within 
countries have worsened. Those most favored by emphasis on growth — large 
landowners, civil servants, skilled workers, etc. — have often been able to prevent 
any large-scale redistribution of its fruits. At the same time, rapid growth of popula- 
tion has led to widespread unemployment in the face of limited job creation. This 
majority of the poor not readily absorbed into wage employment in the modern 
sector — small farmers, rural artisans, the urban unemployed — have reaped very 
few gains from economic growth. 


The evidence is overwhelming that in the 1960s, despite the achievement of an 
overall 5 per cent growth rate by the developing countries as a group, negligible per 
capita income gains resulted for those living in the most desperate poverty. Thus, to 
avoid unbalanced economic growth, it has been urged that development plans and 
cooperation programs must increasingly focus upon a direct attack on the critical 
problems of the poor majority — nutrition, health, shelter, education and employ- 
ment. 


There are still, however, proponents of the view that development of a society is 
most rapidly achieved through the concentration of resources on the dynamic 
sectors of developing economies in order to stimulate increased aggregate output. 
Over the last ten years impressive rates of growth have been achieved through a 
strategy of strengthening the modern sector by such countries as Brazil, Taiwan, 
Singapore and South Korea. Proponents of this development strategy, moreover, 
point to the very real difficulties in using labor-intensive techniques and to the lack 
of appropriate technologies available from Western development experience. 


Effective economic growth and the equitable distribution of its benefits are not 
incompatible. For instance, integrated rural development programs can provide at 
the same time a rise in overall production and a wider distribution of income and 
employment to poor farmers and the landless laborer. Thus, rural development and 
small-scale industrial projects, under the proper conditions, can accelerate eco- 
nomic growth, while enlarging the number of beneficiaries. 


The “Automatic” Transfer of Resources 


The preoccupation of the developing countries with the issue of “automaticity” of 
resource transfers has also crystallized in recent years, and poses a challenge to 
traditional donor views on the transfer of resources through aid programs. As their 
representatives emphasized during the United Nations Special Session in April 
1974, developing countries are regarding aid more and more as a kind of compen- 
satory transfer payment to which they have a right, rather than a discretionary 
payment made available at the pleasure of the rich. They are seeking longer-term 
commitments to increasingly automatic transfers of concessional funds. Some of 
their demands in the future will probably centre upon the degree of automaticity and 
concessionality of aid flows. 


This view is not fully accepted within the industrialized nations, nor in the 
oil producing countries for that matter. Many donors continue to insist that aid 
commitments and policies are their sole prerogative, and that the planning skills 
and attitudes accompanying traditional aid programs are important elements for 
recipient countries. 


9 


At the same time, there is on the part of some donors a greater inclination to — 
make development assistance programs more flexible to respond to the varying 
requirements and capacities of different groups of developing countries. In the 25 
years since the inception of aid programs, many developing countries have 
evolved the administrative capacity to use effectively forms of aid which are less 
structured than traditional forms such as individual projects. A spectrum of transfer 
mechanisms is available to donors, varying from sector loans to outright balance- 
of-payments support, which can supplement or replace individual projects, utilize 
the increased capacities of particular developing countries, and respect their 
desires for autonomous management of their own development. 


Other Major Issues in Development Assistance 
The Allocation of Development Assistance 


Since 1970 the United Nations has urged that special consideration be given to 
the hard-core group of 25 least developed countries (the LLDCs); flows to these 
countries have increased considerably since then. In addition, the events of the last 
two years have emphasized the considerable scarcity of concessional funds to 
meet not only the ongoing requirements for development but the rising prices of 
food and energy supplied and foreign exchange deficits. It has led international 
institutions such as the World Bank and many donor countries to review their 
allocation policies and to redirect a large proportion of their assistance to a group of 
most severely affected (MSA) countries. 


Despite the built-in momentum of development programs and the commitments 
of some major donors to concentrate their assistance on countries with which they 
enjoy special ties, the accumulation of long-term requirements by the least devel- 
oped and other low income LDCs (groupings which include most of those most 
seriously affected by the current crisis) has made clear the importance of shifting 
additional funds towards these poorest countries to tackle their immediate needs 
while still respecting longer-term development requirements. 


Concentration on Critical Problems and Bottlenecks 


The problems of underdevelopment are not reducible to individual issues and 
sectors. Answers lie in structural changes, in the internal reform of evolving 
societies, in broad support for faltering economies hit by huge external deficits. Yet 
transfers of resources can be more effective if they are concentrated on finding 
solutions to some key problems rather than dispersed on a wide variety of efforts. 


Recent events again have highlighted the urgent need to tackle problems of food 
production, population growth, energy and critical bottlenecks in the management 
skills required for the progress of increasingly complex social systems. 


Demography 


The 1974 World Population Conference in Bucharest declared that the reduction 
of high birth rates in the developing countries is inextricably linked with the improve- 
ment of the well-being of the peoples involved. While there is a need to improve 
population planning policies and programs as one component of development 
efforts, it is clear that the key to control of world population lies in a determined 
attack on the basic problems of poverty. 
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Food Aid 


Developments in the mid-sixties generated hopes of achieving a situation of food 
self-sufficiency in the major areas of the world. These expectations have been put 
in doubt by recent natural and man-made events. Food aid, as a short-term 
measure, has become again an urgent necessity of these times if the scourge of 
large-scale famine is to be avoided. 


The provision of food aid is a short-term palliative that may act as a disincentive 
to rationalizing agriculture and increasing food production in developing countries. 
If there is a need for urgent and large-scale food aid efforts, equally urgent attention 
must be paid to the social and physical systems of food production and to domestic 
distribution and pricing policies. It is also imperative to review regularly food aid 
commitments. 


Response to Emergencies 


In the current world situation, the impact of disasters upon people and institutions 
is increasing dramatically and demands a degree of contingency planning and 
preparedness well beyond current provisions. The scale of future responses by the 
international community must increase with the magnitude and impact of the 
disasters. 


Responses to the Plight of the Developing Countries 
International Response 


The current account deficits which threaten many of the developing countries 
demand an immediate and massive inflow of resources from the rest of the world, if 
economic collapse and starvation are to be avoided. To improve standards of living 
beyond the level of the pre-1973 years even greater external resources must be 
mobilized; indeed, increased resources must be made available if the development 
efforts of the past 20 years are not to be wasted. The World Bank estimated in 1975 
developing countries had lost $14 billion of purchasing power compared to the level 
of the early 1970s; this contrasts with a forecast total official development assis- 
tance flow of $17.8 billion. In its projections for 1976-80, the World Bank, against an 
assumption of economic recovery for the industrialized nations, saw a need for 
additional flows over current trends of some $31-41 billion, mainly in the form of 
highly concessional aid. Whatever resources are forthcoming must be made 
available in a quick-disbursing form and must be directed increasingly to the 
countries which are hardest hit and most severely disadvantaged. 


Most discussion concerning the problems brought about by the massive transfer 
of financial resources to the oil exporting countries has taken place among the 
industrialized countries. Some countries have sought direct bilateral arrangements 
with individual oil exporters, while others have preferred to work in concert, within 
the context of the Group of Ten and the OECD, for example. Although some 
industrialized countries such as Canada have insisted that the interests of the 
developing countries be considered, so far it is mainly those of the industrialized 
countries that have been met. For example, borrowings from the IMF Oil Facility 
were established at 7.5 per cent interest, a rate which severely burdens the most 
seriously affected countries. The Interim Committee of the IMF has recently agreed 
on proposals to create a special subsidy account with the Oil Facility to provide 
lower interest rates for seriously affected countries. Discussion on other measures 
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is also taking place in the Joint Ministerial Committee of the Boards of Governors of 
the World Bank and the IMF on the Transfer of Real Resources to the Developing 
Countries. 


The International Fund for Agricultural Development (IFAD), accepted in princi- 
ple at the World Food Conference in Rome, has yet to become operational 
although it now appears to have substantial support from both OPEC and indus- 
trialized countries. 


It thus remains unclear, despite the emergence of new funds in the IMF, the 
IBRD and the United Nations and amongst OPEC countries, whether the volumes 
required will be forthcoming, whether the concessionality and other terms will be 
adequate, and whether the funds that do become available will be directed to the 
countries most in need. 


Burden Sharing Among Traditional Aid Donors 


The Pearson Commission recommended that donor countries should attain 0.7 
per cent of GNP for official development assistance flows, and that they should 
attain 1 per cent of GNP for total flows “as rapidly as possible, and in no case later 
than 1975”. These targets were endorsed by the United Nations. Though most 
donor nations have accepted the targets (some with reservations as to the date of 
achievement), the actual flow of aid in relation to them is discouraging. A few of the 
smaller donors have increased their aid efforts as a proportion of GNP as well as in 

| absolute terms, but the ratio to GNP of major donors such as France, Germany, 
| Japan, the USA and the UK declined between 1969 and 1973. Balance-of-pay- 
ments problems arising from the energy crisis have thrown into doubt the likelihood 
of immediate expansion in the volume of flows from a number of European donors 
and Japan. In 1973, the United States recorded a fall in aid flows not only in relation 
i to GNP but also in absolute value. 


From the perspective of the developing countries, the terms on which aid is 
provided are an important factor in the net financial benefit derived from it. During 
the period 1967-1972, three donors, Austria, Germany and Italy, showed a signifi- 

_. cant improvement in their terms, while some hardening was evident in the United 
States’ program. Canada, along with a number of smaller donors, continued to 
provide aid on extremely favorable terms. 


The untying of development assistance has been a significant issue in recent 
years as well. Donors such as the United States, Germany, and Japan, while not 
increasing their volume, have taken steps to remove restrictions on procurement 
under their programs. However, a movement toward a generalized agreement on 
untying by members of the Development Assistance Committee of the OECD 
failed in 1971. In 1973, all member countries agreed to untie their multilateral 
contributions on a reciprocal basis, and the majority of members (excluding 
Canada) declared their readiness to join in an agreement on the untying of bilateral 
development loans in favor of procurement in developing countries. 


The Oil Exporters and Development Cooperation 


The evidence available to date indicates that most oil producing countries are 
making considerable efforts to help the developing countries. In fact, some oil 
producing countries already have pledged considerably more aid in terms of 
GNP than the industrialized countries. Total commitments from OPEC countries in 
1974 were in the order of $7.5 billion. Total disbursements were about $2.5 billion. It 
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is unlikely, however, that assistance from OPEC countries will be sufficient by itself 
to stabilize the faltering economies of many developing countries. While OPEC 
countries have committed more than $3 billion in bilateral assistance to the hardest 
hit countries, and have made contributions and loans to international institutions, 
the bulk of their assistance has been directed to a small number of countries, 
notably Egypt, Syria, India and Pakistan. OPEC countries have so far been 
reluctant to make available large amounts either as grants or highly concessional 
IDA-type loans, either bilaterally or through multilateral agencies. Every possible 
effort must be made in future to stimulate the flow of resources from OPEC 
countries to the developing world, particularly to the most seriously affected coun- 
tries. 


One route being actively pursued is collaboration between the industrialized 
countries or international institutions and the oil producers. The World Bank has 
already indicated that it would be prepared to work with OPEC countries on joint 
projects or programs, and some bilateral donors including Canada are discussing 
similar proposals with members of OPEC. There are difficulties inherent in such 
cooperation, but this mechanism, among others, must be fully explored. At the 
same time, it must be recognized that the oil producing nations may eventually 
choose to dispose of their revenues through new institutions or other new forms of 
cooperation rather than through present international organizations. 
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C. Implications for Canadian Development 
Cooperation Policy 


In the Foreign Policy Review of 1970 the Government stated that a firm 
commitment to international development cooperation was one of the most con- 
structive ways in which Canada could participate in the international community in 
the coming decades. The validity of that commitment, as well as the need to renew 
and strengthen it, has been underlined by the major changes and trends emerging 
in the international system over the past few years. si 


Canada’s Favored Position 


As one of the most prosperous nations in the world with a broad natural resource 
base, including energy resources and food production capacities, Canada has 
been seen over the last decade to have both the responsibility and ability to make a 
meaningful contribution to the improvement of conditions in the developing world. 
Due to its fortunate position as an oil producer, Canada suffered fewer disruptions 
as a result of oil price increases in late 1973 and early 1974 than countries highly 
dependent upon petroleum imports. Canada, like the other industrialized countries, 
has not escaped the slowdown in production, the increase in unemployment and a 
considerable current account deficit on foreign trade that followed the 1973-74 
world economic turmoil. Moreover, Canada has now become a net importer of oil. 
While we still have to fear the current rate of deterioration of balance of payments, 
our measures to curtail inflation and to soften the blows of unemployment, support- 
ed by the strong resource base of the Canadian economy, are seeing us through 
the current recession still in a relatively healthier state than many other countries. 
Early recovery in the Canadian economy, as in the USA and other OECD 
countries, is widely expected. 


Whatever Canada’s economic conditions at any given time, the development 
assistance program can have catalytic and positive effects on the Canadian 
economy. The development assistance program has involved and continues to 
involve, under current provisions, the procurement of a large share of goods and 
services in Canada for development projects and programs overseas. This 
strengthens industry in Canada, creates jobs for Canadians, maintains support for 
the aid program and develops interest in overseas markets. While this matching of 
Canadian resources with Third World needs must not diminish the primacy of the 
| development objectives, it does indicate that the cost of the aid program to 
Canadian society is less than volume alone would suggest, be it in times of world 
prosperity or hardship. 


As acountry with an impressive resource base, Canada has generally benefitted 
from the sharp rise in the prices of primary commodities. Shortfalls in world food 
production, in particular, have increased our grain exports and the prices paid for 
these on the world market. It is thus inevitable, no matter how badly we may view 
the domestic situation, that in the eyes of a hungry developing world,Canada will 
be singled out in future by the rest of the world to continue to assume a great 
responsibility to share its food and agricultural commodities with the developing 
countries, as one of only four net food exporting nations.; 


In the face of the current international crises, our relative security and well-being 
plus our dependence on stable international trading relations suggest a firm 
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resolve for Canada in working for a change in the international economic environ- 
ment to allow developing countries to derive greater benefits. This is not to diminish 
the responsibility of other industrialized countries or oil producing countries to 
increase their own efforts toward the developing world, but to recognize Canada’s 
inescapable responsibility, as well as its vulnerability over the longer term to 
demands upon its resources by the Third World. 


Canada’s Importance in the Third World 


Canada has not been a major actor in Third World affairs and, historically, 
Canada’s relations with the developing countries have not been central to its 
foreign policy preoccupations. As a middle power without colonial traditions, Can- 
ada’s links with the Third World are weak in comparison with those of a number of 
other industrialized countries. Canadian economic ties with developing countries, 
for example, are not significant despite the importance of external trade to Canada. 
As a major commodity producer and exporter, Canada is in competition with many 
developing countries. 


Canada’s imports from the developing countries represent only about 2 per cent 
of total developing country exports. In 1974, excluding oil, we had a $1 billion trade 
surplus with developing countries. Developing countries supplied 7 per cent of our 
imports, excluding oil, while they took 10 per cent of our exports: these are smaller 
proportions than for any other DAC donor. 


Similarly, Canada provided only about 4 per cent of the net flow of private capital 
to developing countries in 1972 and 1973. As for official development assistance 
(ODA), Canada accounts for between 5 and 6 per cent of total ODA by members 
of the OECD. 


Yet Canada is potentially important to the Third World; it has the capacity to have 
a significant impact upon the international community in the field of development 
cooperation. Its past development assistance performance, as well as its lack of 
imperial or colonial ambitions, has gained Canada ja favorable reputation as a 
relatively progressive and unbiased participant in Third World affairs.;For historical 
and cultural reasons, Canada also enjoys special links with Commonwealth mem- 
bers and Francophone countries out of proportion to its economic power. 


Similarly, Canada’s share of official development assistance has been increas- 
ing regularly. Recently, Canada has been the sixth largest donor in dollar terms, 
and taking into account the terms and conditions on which its development assis- 
tance has been offered, an even more significant contributor. In particular areas 
and countries of the developing world Canada is the main or one of the major 
donors. Between 1970 and 1972, for example, Canada provided more than one- 
fifth of all development assistance to Botswana, Jamaica, Niger and Guyana. In 
such other countries as Sri Lanka, Bangladesh, India and Tanzania, Canada’s 
contribution has been in excess of 10 per cent of total aid received. 


In international forums where issues affecting the developing countries are 
debated and decided, Canada can sometimes have a particular influence. At the 
United Nations Special Session in April 1974 Canada was among the first coun- 
tries to announce concrete and positive measures in response to the emergency 
facing the developing countries. The importance of such leadership should not be 
underestimated in the current climate of international relations. As the fourth largest 
trading entity, behind the EEC, the United States and Japan, Canada can exercise 
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influence in the General Agreement on Tariffs and Trade (GATT) and other 
organizations to press for initiatives benefiting the developing countries. In particu- 
lar, Canada has a significant potential influence in commodity negotiations. In the 
IMF, Canada, while only having 4 per cent of the voting shares, ranks sixth in 
number of votes. 


A measure of the respect which Canada commands in such forums was the 
selection of Canada’s Minister of Finance as Chairman of the Interim Committee of 
the Board of Governors of the IMF on the International Monetary System. In 
addition to direct bilateral measures on behalf of the developing countries, perhaps 
the most important role Canada can play in present world circumstances is to 
provide by its example a stimulus to the rest of the industrialized world and to 
international trade, monetary and other institutions to adopt policies more favorable 
to the interests of the Third World. 


Canada’s Common Interests with the Developing Countries 


Canada has a great‘deal in common with developing countries on many issues 
considered in international organizations. This community of interest is of course 
complementary to other strands of the Canada — developing country relationship. 
Canadian support for interests of the Third World may not always be in its imme- 
diate self-interest — but, in our increasingly interdependent economic system, a 
breakthrough in the prospects of the least privileged will ultimately benefit all 
countries including Canada. 


Canada’s trade profile is unique among industrialized countries in that ithas such 
a high proportion of primary products among its exports. As a significant exporter of 
primary commodities, Canada shares an interest with the developing countries in 
Stable marketing arrangements and equitable prices for its own exports. Canada 
has recently received but declined requests, for example, to join international 
commodity groups for at least two commodities, iron ore and copper. Moreover, an 
important thrust in Canadian commercial policy will be to increase, where econom- 
ically feasible, the upgrading of our natural resources prior to export. In this matter, 
as in the question of sovereignty over natural resources, Canada and the develop- 
ing countries share common goals. 


Canada also shares an interest with many developing countries in attempting to 
maintain a strong non-discriminatory multilateral trade system, and to prevent it 
from breaking into mutually exclusive trading blocs. However, some developing 
countries have formed trading links with blocs, notably the EEC. With a growing 
sense of nationalism in Canada and the commitment of the Government towards 
diversifying our economic relationships (the Third Option), we have an interest in 
extending our links with developing countries. In anumber of instances, particularly 
given present high costs of many products and inflationary trends, we have an 
interest as consumers in assuring greater access to some competitive products 
made in developing countries. In this context there could be a close link between 
improved access to the Canadian market for developing country exports, adjust- 
ment assistance to Canadian industry and Canada’s international development 
policies. As a large importer of foreign capital, Canada also has much in common 
with developing countries in attempting to control foreign investment and to max- 
imize its benefits. 


In a number of other areas such as shipping and the Law of the Sea, Canada’s 
interests parallel those of many developing countries, although their approaches 
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may differ. International law with respect to shipping and international shipping 
practices have developed historically under the influence of the dominant shipping 
powers. Efforts are now under way to review international maritime law with a view 
to adjusting and updating the balance of rights and obligations between the users 
and providers of shipping services. 


D. Conclusions 


From the preceding analysis these conclusions can be drawn. 


1. The world is in a situation of resource limitations and thus of increasing inter- 
dependence. This has been accompanied by two critical phenomena: a substantial 
and rapid transfer of wealth and influence from one group of countries to another, 
and a degree of solidarity among the Third World countries that is changing 
international relations. 


2. From the industrialized countries, the Third World is seeking additional transfers 
of concessional flows and, more fundamentally, significant changes in the patterns 
of international trade, technology transfer, finance, resource ownership and devel- 
opment. 


3. While underlying causes of underdevelopment remain pervasive and in urgent 
need of attention, the recent crises have also made urgent a substantial response 
to the immediate needs of the developing countries for food and balance-of- 
payments support. This shift towards immediate responses must be monitored 
attentively in order not to lose sight of longer term needs and opportunities. 


4. Canadais ina relatively favorable position to provide immediate responses and 
to participate in the evolution towards a new set of relations between the industrial- 
ized and developing parts of the world. 


As a consequence, a country like Canada must be prepared to broaden sub- 
stantially the scope of its relationships with developing countries, to seek new 
ways to foster harmonious and fruitful relationships between nations in a world of 
changing needs and patterns of influence, and to use increasingly a variety of 
policy instruments to implement its development objectives. In this context, the 
development assistance program has a specific role to play as an instrument for the 
transfer of resources; it must be more precise in its objectives and thrusts, and 
more efficient in effecting such transfers. 
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PART Il: 


POLICIES 


A. Multiple Instruments for Development 


Point 1: A Comprehensive and Organic Approach 
to Development Cooperation 


In renewing its firm commitment to international development cooperation, 
the Government undertakes to harmonize various external and domestic 
policies which have an impact on the developing countries, and to use a 
variety of policy instruments in the trade, international monetary, and other 
fields in order to achieve its international development objectives. 


1.1 A broader focus in Canada’s international development policy, to include 
non-aid concerns, corresponds to the expressed priorities of the developing coun- 
tries themselves. While continuing to value a higher volume and an improved 
quality of development assistance, developing countries are particularly concerned 
with other factors influencing their economic prospects, such as trade, monetary 
reform, investment, shipping and transfer of technology. 


1.2 Canada has traditionally used aid as its major policy instrument to meet its 

international development objectives. The need for a more comprehensive ap- 

proach was recognized in the Foreign Policy Review of 1970 which stated: 
“The progress of the developing countries can be affected through every aspect 
of their relationship with the more developed countries. Tariffs and other trade 
restrictions have a direct effect on their ability to improve export earnings and 
become less dependent on aid. Immigration can deplete their supply of skilled 
manpower. Fluctuations in world commodity prices can destabilize their 
foreign-exchange earnings and disrupt the momentum of their development 
programs . . .the Government, therefore, is concerned to ensure that its policies 
in these matters take into account its development assistance objectives.” 


1.3 The report of the House Standing Committee on External Affairs and National 
Defence in June 1971 emphasized the importance of using a broader range of 
instruments: 
“Probably the point which has emerged most frequently and forcefully in the 
course of the Sub-Committee’s whole enquiry is that the challenge of develop- 
ment (and of development cooperation) is not an isolated exercise or program, 
but part of the total picture in which many diverse areas of policy are vitally 
important and closely inter-related.” 
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1.4 The gradual introduction of an effective mix of aid and non-aid instruments is 
both a relevant and effective response to these policy orientations. It is a measure 
of Canada’s relative well-being and ability to respond to the needs of developing 
countries. It is a way of mobilizing further Canadian resources, much needed for 
world development. It translates Canada’s traditional forthcoming attitude on ques- 
tions of international development into relevant poiicy action. It provides the basis 
for a meaningful Canadian leadership in the international arena. 


1.5 The instruments of policy available to Canada, other than aid, will generally be 
of greater benefit to the more advanced of the developing countries whose stake in 
international trade, finance and resource development is generally more important. 
Thus, the scope of Canada’s development cooperation can be broadened, while its 
development assistance programs can be focused increasingly on lower income 
developing countries. 


1.6 As a step in developing such policies, the Government has created the 
Interdepartmental Committee on Economic Relations with Developing Countries 
(ICERDC). The Committee is comprised of senior representatives of a wide spec- 
trum of Departments, and is chaired by the Department of External Affairs. The 
mandate of ICERDC is to review policies that affect Canada’s economic and other 
relations with developing countries, to examine their consistency, to propose 
policies consistent with a broad approach to our relations with developing coun- 
tries, and to prepare coordinated policy positions for international meetings affect- 
ing Canada’s relations with developing countries. This Committee will report regu- 
larly to the Secretary of State for External Affairs on progress made and constraints 
encountered in the harmonization of policy. 


1.7 The importance of ICERDC has already been demonstrated in the period 
since its first meeting of December 1974, by its contribution to the Canadian stance 
at the Second Conference of UNIDO, by its search for common ground between 
Canada and developing countries in the “Tokyo Round” of multilateral trade 
negotiations, and by its preparatory work for the Commonwealth Heads of 
Government Meeting in Jamaica in April 1975. These activities are intensive — for 
example, the preparation for the Special Session of the UN General Assembly on 
Development (September 1975) and the Fourth UNCTAD Conference (1976). The 
pepacan International Development Agency participates actively in the work of 


1.8 The key non-aid instrument already adopted by Canada is the Canadian 
General System of Preferences implemented on July 1, 1974. The General 
Adjustment Assistance Program, while intended to help Canadian manufacturers 
take advantage of new opportunities, has a partial role in helping readjustment to 
import competition. As Canada moves progressively towards reliance on a 
‘multiplicity of instruments, the Government will carefully weigh the alternatives 
_and trade-offs between aid and non-aid instruments in particular circumstances 
in order to find the most appropriate balance for the pursuit of development 
objectives. Where specific issues are identified, appropriate policy recommenda- 
tions will be submitted to Cabinet. 


1.9 Movement towards the use of non-aid instruments establishes a direction of 
overall change that will take several years to implement fully. The first steps of what 
“may be called a “multidimensional approach” would be necessarily investigative 
-and exploratory, given the need to assess carefully the impact of all initiatives on 
the Canadian economy and to plan where necessary compensatory measures. 
These first steps eventually will lead to specific policy recommendations. 
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Point 2: New Forms of Cooperation with Developing Countries 
Enjoying Significantly Increased Export Earnings 


Canada will honor all existing commitments of development assistance to 


developing countries now enjoying substantial revenues from export of their — 


natural resources, and Canada will develop new forms of cooperation to 
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meet the development needs of these countries and of other upper income 
developing countries, in order to take fully into account their potential for — 


more self-reliant development. 


2.1 The recipients of Canadian assistance currently benefiting substantially from 
increased revenues from oil or other commodities, and other upper income devel- 
oping countries, are still poor countries to varying degrees and, in every sense of 
the word, still developing. While their newly found wealth reduces their need for 
balance of payments support, they still have considerable needs to be met from 
external sources to facilitate their transition to greater self-reliance. 


2.2 With these countries, Canada will develop forms of cooperation that will in 
particular: 
— facilitate the transfer of technology appropriate to their level of development, 
— improve industrial capacity; 
— support domestic financial institutions, to strengthen saving and investment 
capabilities; 
— assist in the development of planning capabilities for the whole economy, as 
well as specific sectors and institutions; 
— improve managerial expertise to enable the more efficient execution of plans 
and projects. 


2.3 These forms of cooperation increasingly will emphasize reciprocal interests 
and mutually beneficial exchanges rather than development assistance. Canada 
will ensure that the continuing needs of these countries will be met in ways that take 
fully into account, on a country-by-country basis, their wealth and capacity to pay. 
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Point 3: Tripartite and Multipartite Cooperation 


Canada will actively seek cooperation with other countries and institutions in 
development assistance projects where their resources or expertise can 
provide a multiplier effect or added dimensions to Canadian efforts. 


3.1 Problems of development are of such magnitude, in expertise and financial 


terms, that major projects exceed the capacity of any single donor and require an 


effective coordination of efforts by several countries and institutions. Thus some 


major development projects in developing countries can best be implemented by a 


combination of the financial resources of countries having foreign-exchange sur- 
pluses, as well as of traditional donors, with Canadian resources, giving develop- 
“ment cooperation a substantial multiplier effect and added dimensions. 


3.2 Implementation of tripartite and multipartite cooperation meets the demonstrat- 
ed interest of some oil exporting countries in joint development projects that 
combine their resources with Canadian expertise. Such arrangements will not only 
be beneficial to recipient developing countries, but will also enable Canada to 
explore a particularly important dimension of its common interests with oil and other 
raw material exporting countries in the area of development cooperation. Coopera- 


_ tion in this respect could lead to a greater appreciation of mutual positions, and to 


_an opening up of other possibilities that accelerate world development. 


3.3 Canada will seek similar kinds of cooperation, particularly in the areas of 
_ technical assistance, with developed and developing countries that have a high 
_ degree of expertise in the solution to key chronic problems, particularly in rural 
_ health, agriculture and rural development. 


_ 3.4 Canada will increasingly seek to enter into agreements on joint projects and 


_ activities with international institutions, either already existing or newly created, that 


| address critical development problems. 
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Point 4: Continued Support for International Institutions 


Canada will continue to support actively and participate in international 
institutions as important forums for building cooperative relationships and 
for mobilizing and channeling resources for development. 


4.1 At the Special Session of the United Nations General Assembly in April of 
1974, the Secretary of State for External Affairs spoke of “our intention to cooperate 
fully with other countries in needed adjustments to our trade and payments sys- 
tems, in matters of commodity trade, in the reduction of trade barriers...” Canada 
views such forums as increasingly important platforms for the expression by 
developing countries of their proposals for change in the economic relations 
among countries. Canada welcomes the expression of development concerns in 
these forums and will participate fully in such discussions. 


4.2 Canada recognizes that a number of multilateral institutions now in existence, 
such as the World Bank and the International Development Association, effectively 
generate and distribute resources for development both on a shorter and longer 
term basis. These international institutions concentrate their action on sectors 
where the needs of developing countries are greatest. Canada will continue to 
support them, will participate actively in the formulation of their policies and pro- 
grams, and will make increasing use of their research and services. Accordingly 
Canadian financial contributions to these institutions, apart from food aid, will 
continue to rise, up to a maximum of about 35 per cent of disbursements for 
international development assistance. 


4.3 Canada welcomes discussions on how to adapt existing international institu- 
tions to reflect the interests of all members better, especially with regard to their 
structures and programs. In the formulation of policy, the Canadian Government 
will wish to ensure that full account is taken of the frequent mutuality of interests 
between itself and developing countries in order to build actively on areas of 
common interest. 


4.4 Canadawill support the introduction of new modes of international cooperation 
and the improvement of existing international mechanisms where the international 
community recognizes them as necessary to meet development needs emerging 
from new circumstances. 


4.5 Canada will continue to expand its links with developing countries through 
Commonwealth and Francophone institutions, building on historical and cultural 
ties that are particularly favorable to greater mutual understanding and to the 
pursuit of common interests. 
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B. Canada’s Development Assistance 
Program 


Commitment to Development Assistance 


Point 5: Objectives and Principles Governing Canadian 
Assistance 


The objective of the Canadian development assistance program is to support 
the efforts of developing countries in fostering their economic growth and 
the evolution of their social systems in a way that will produce a wide 
distribution of the benefits of development among the populations of these 
countries, enhance the quality of life and improve the capacity of all sectors of 
their populations to participate in national development efforts. 


5.1 The broad objectives of the development assistance program were set down 
in the Foreign Policy Review of 1970 in terms still valid today: 
“If the elimination of widespread endemic poverty is to be the ultimate result, then 
the objective of a development assistance program must be to support and foster 
the growth and evolution of the social, educational, industrial, commercial and 
administrative systems of the developing countries ...and thereby improve the 
quality of life in these countries. 
“The Government regards the economic and social development of the develop- 
ing countries as the primary objective of the Canadian development assistance 
program...this objective does not lessen the necessity of relating the devel- 
opment assistance program to other Canadian national objectives. It must 
not only be relevant but sensitive to them.” 


5.2 Assistance will be given in support for the developing country’s own efforts. 
Development depends basically on the will and determination of a country’s people 
and government. Canadian assistance will go primarily to those countries that 
show a determination to mobilize domestic resources for their own development. 
Thus Canadian assistance will act as a support and catalyst to self-reliant efforts. 


5.3 Assistance will be concentrated in those countries which are at the lower end 
of the development scale, as measured by a variety of economic and other social 
indicators, and which are most severely affected by current world economic 
conditions. 


5.4 Priority will be given to meeting the basic needs of their populations. Canada 
will give the highest priority to development projects and programs aimed at 
improving the living and working conditions of the least privileged sections of the 
population in recipient countries and at enabling these people to achieve a reason- 
able degree of self-reliance. 


5.5 Canadian development assistance wiil be compatible with the broad goals of 
~ the Government's foreign policy. 


_ 5.6 Within the framework of these general principles, and among the variety of 
_ policy instruments, the specific purpose of the development assistance program is 
_ to transfer resources to poor countries in support of their capacities to engineer 
_ their own development. 
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Point 6: A Steadily Rising Level of Assistance 


The Government reaffirms its determination to achieve the official United 
Nations target of 0.7 per cent of GNP and to move towards this target by 
annual increases in the proportion of Official Development Assistance to 
GNP. 


6.1 Against the background of the unprecedented needs of the developing coun- 
tries, a steadily increasing real flow of resources on a concessional basis is 
essential; official development assistance is recognized as the major instrument for 
supplying those resources. 


_6.2 In 1970 the Government announced its intention to increase the amount of 
funds allocated to international development assistance over the coming years and 
to move towards the internationally accepted target of 0.7 per cent of GNP. 
Although Canada did not, like some other members of the OECD, set a date for 
achievement of the target, it has already made substantial progress towards it. In 
1969-70, disbursements amounted to $277 million or .34 per cent of GNP. In 
1974-75 they were $742 million or about .52 per cent of GNP. This represents an 
annual average growth rate of 21.7 per cent. 


6.3 Despite substantial increases in the amounts of assistance provided by donor 
nations, inflation has eroded the real value of these transfers. The Development 
Assistance Committee of the OECD has calculated that there was a6 per cent fall 
in the real value of assistance from all donors between 1972 and 1973, in spite ofa 
rise in dollar terms. In some sectors of the development assistance program, 
inflation has been far higher than that felt by the ordinary Canadian consumer. In 
1972 and 1973, the volume of food and fertilizer and other commodities provided 
under Canada’s assistance program declined while costs more than doubled. 
Thus, the increased funds necessary to reach the target would counter the effect of 
price rises and provide much needed additional resources. 
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A More Focused Program 


Point 7: Attack on Major World Problems 


The Canadian International Development Agency will focus its assistance to a 
greater extent on the most crucial aspects or problems of development — 
food production and distribution; rural development; education and training; 
public health and demography; and shelter and energy. 


7.1 The current global situation has reinforced the urgent need for more assis- 
tance to food production and rural development, as well as the development and 
efficient utilization of energy sources; while improvements in basic education and 
training, in public health and demography, and in the provision of shelter remain 
essential components of any comprehensive development strategy. At the same 
time it is recognized that, from an administrative standpoint, greater specialization 
in fewer sectors will improve the quality of Canadian development expertise and 
allow for a more rational and efficient use of Canadian resources. 


7.2 In proposing increased emphasis on those critical areas Canada will continue 
to offer its assistance in sectors such as transport and communications where 
Canadian expertise and technology are appropriate and competitive. 


7.3 An adequate balance must be maintained, however, between the several 
components of the development process. Sectoral specialization of Canadian 
development assistance should not become a source of distortion of national 
plans, but rather ensure that proper emphasis is placed on the most crucial and 
urgent — usually also the most intractable — aspects of development. In most 
cases, integrated solutions will remain the most effective: the provision of adequate 
nutrition, for instance, requires not only improvements to agriculture and other 
forms of food production, but also to distribution and marketing systems as well as 
to physical and social infrastructures. 


7.4 To achieve the objective of a higher degree of concentration on critical issues, 
while respecting recipients’ priorities, a more selective approach will be adopted in 
the present programming procedures in considering the range of requests from 
developing countries. More initiatives will be taken in proposing specific sectors of 
cooperation. 


7.5 The cooperation of other federal departments, provincial governments and 
non-governmental agencies will be enlisted so that adjustments to Canadian 
capacities in sectors of specialization will reflect the requirements of the bilateral 
development assistance program as well as domestic needs. Such cooperation 
should facilitate planned and selective increases in Canadian industrial capabilities 
and the training and recruitment of managerial and technical experts. 


7.6 Canada will support and participate in the activities of the United Nations and 
other international organizations — official and non-governmental — working in the 
key sectors of development. Particular attention will be paid to the Action Programs 
arising from the World Population Conference in Bucharest and the World Food 
Conference in Rome. 


7.7 Priority support will be given to projects and programs of Canadian or interna- 
tional non-governmental organizations directed at the major development issues. 
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Point 8: Priority to the Poorest Developing Countries 


The development assistance program will direct the bulk of its re- 
sources and expertise to the poorest countries of the world. 


8.1 Canada will continue historic trends and allocate the bulk of its bilateral 
assistance funds to lower and middle income developing countries. Particular 
attention will continue to be given to the hardcore least developed countries 
identified by the United Nations. 


8.2 Up to 10 per cent of the bilateral assistance program will be allocated to upper 
income developing countries. In accordance with World Bank criteria these are 
countries with per capita incomes of more than $375 in 1973 dollars. This approxi- 
mate bench mark separating middle and upper income countries will be reviewed 
on occasion by Cabinet. 


8.3 About one-third of all developing countries have been doubly hit: already 
among the poorest countries of the Third World, they are the most seriously 
affected by the global crisis conditions. Considerably higher prices for food, fuel, 
fertilizer, and other basic necessities have critically overstretched their trade bal- 
ances. Already burdened with poor and undernourished people, these countries 
have recently seen their plight worsen. Without a major rescue operation, their 
economies will shrink rather than grow. : 


8.4 Because their fragile economies are least able to withstand serious short- 
ages, Canada recognizes that special consideration must be given to these coun- 
tries. In addition to receiving a large share of Canada’s bilateral funds, countries in 
this category would, in the normal course of operation of the aid program, have 
greater access to grants rather than loans, technical assistance, local cost financ- 
ing and food aid, in order to take into account their special situation and to improve 
the effectiveness of the assistance they receive. 


8.5 In addition to marshaling its own resources, Canada will urge, to the extent 
possible, that the activities of international institutions and consortia, and of Cana- 
dian voluntary organizations, ensure a convergence of efforts towards neediest 
countries. 
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Point 9: Greater Geographic Concentration 


In order to maximize the impact of net resource transfers, Canada will con- 
centrate its bilateral development programs on a limited number of countries, 
selected on the basis of need, commitment to development, general Cana- 
dian interests and the geographic distribution of other donors’ bilateral 
assistance. 


9.1 Canada will have programs of continuing bilateral assistance with a limited 
number of countries in accordance with the principles and policies stated in this 
document. The selection will also take into account distribution of other bilateral 
and multilateral programs of assistance. Cabinet will review annually, in the context 
of the Allocations Memorandum, the list of recipients of bilateral assistance in order 
to provide the flexibility and the continuity required for an effective use of bilateral 
assistance resources. 


9.2 The broad geographic distribution of funds of the bilateral program will reflect 
the pattern of greatest needs in the world, as indicated by population and economic 
conditions, as well as Canada’s broad interests. The allocation of funds will also 
continue to reflect the traditional distribution of Canada’s bilateral assistance 
among the major areas of the world. 


9.3 The Government will provide selectively to a wider range of developing coun- 
tries a facility of about $200,000 per country per year to be utilized flexibly through a 
variety of channels to allow for the provision of technical assistance, scholarships, 
consultant studies and small projects of high development impact, without involv- 
ing Canada in a continuing bilateral aid relationship with these countries. This 
facility will be administered largely through Canadian missions and other agencies. 
It will also be available, with appropriate modifications, to countries with which 
Canada has continuing programs of bilateral assistance. 


9.4 The Government will occasionally provide, from available regional funds, a 
positive response to development projects that are submitted for Canadian con- 
sideration and are outside the ambit of regular programs. 


9.5 The Government will monitor the distribution of the major international flows of 
concessional funds to developing countries and will take these flows into account in 
planning the Canadian assistance program. 
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Point 10: Focus on Regional Cooperation 


Canada will encourage and promote a regional focus on development prob- 
lems by supporting regional institutions which bring together several de- 
veloping countries and by promoting development projects undertaken by 
groups of countries. 


10.1 Development often requires institutional forms of regional cooperation, for 
major problems transcend national boundaries. Canada will continue to expand 
support for international organizations at the regional level that are founded and 
managed by developing countries themselves, such as regional development 
banks. Special consideration will be given to support for specific projects emanat- 
ing from these institutions, projects that increase the impact and enhance the 
efficiency of Canadian assistance. Canada will also increasingly support efforts 
through regional institutions that promote the development of the region’s poorest 
countries. 


10.2 Canada increasingly will adopt a regional framework and perspective in 
contributing to the solution of problems that extend to several countries. In recent 
years Canada has already participated by itself or with other financing institutions in 
important projects of a regional nature, involving the participation of several coun- 
tries. Such an approach has led for instance to Canadian initiatives in developing a 
program for the Sahel countries, and in the future could lead to support for projects 
of states sharing common rivers, valleys, or basins. As Canada increasingly 
encourages and supports projects regional in scope, Canada will also be attentive 
to the regional implications of its programs in individual countries. 
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Point 11: Support for Centres of Research and Innovation 


Canada will support national and international research organizations which 
act as centres of innovation and as instruments for improving indigenous 
research capability. 


11.1 Solving the chronic problems of underdevelopment requires imaginative 
approaches and new technologies arising out of the specific needs and potential of 
the developing countries themselves. Development research can supply those 
elements. 


11.2 In providing such support the Government will place emphasis on the fol- 

lowing criteria: 

— that the research and innovation be directed to solutions of major world 
problems of food and rural development, training and basic educational 
needs, health and population planning, shelter and energy; 

— that supported activities strengthen the capabilities of developing countries 
for advancing their own indigenous research and innovation; 

— that supported activities have an impact beyond one country or region. 


11.3 Canada recognizes the excellent work being done by agricultural research 
institutes throughout the world in developing more resistant and productive va- 
rieties of food plants. Canada will therefore continue to provide support to this 
network of international research institutes in various fields of agricultural de- 
velopment and particularly to their extension activities. 


11.4 The International Development Research Centre (IDRC) is a particularly 
important instrument for achieving the objectives of development research and will 
continue to receive Government support. Established in 1970 as a distinct entity for 
the purpose of promoting research in key areas of international development, it has 
already established an extensive network of projects and contacts throughout the 
developing world and has acquired a worldwide reputation. While the IDRC is a 
‘Crown Corporation financed from public funds, CIDA and the Centre will seek to 
strengthen the cooperation between them so that each can benefit increasingly 
from the activities and experiences of the other. 
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More Efficient Resource Transfers 


Point 12: Flexible Terms of Assistance 


The terms of assistance will be flexible and will be adapted to the economic 
conditions of each partner country. The total degree of concessionality of the 
Canadian bilateral program will remain not less than 90 per cent. 


12.1. The poorest countries will receive the greater proportion of assistance in the 
form of grants and of the most concessional loans. 


12.2 Canada will continue the historic trend of providing the larger part of its loans 
on terms of 0 per cent interest, 10 years grace period and 50 years maturity. 


12.3 Loans to countries at a higher level of development will, when justified by their 
incomes and foreign-exchange earnings, be extended on terms of 3 per cent 
interest, 7 years grace period and 30 years maturity. 


12.4 Loans to countries at the upper range of the development spectrum would 
normally be extended on less concessional terms appropriate to their economic 
position. 


12.5 Additional flexibility may be obtained whenever CIDA, the EDC and possibly 
other Canadian institutions undertake parallel financing in developing countries, 
particularly those at the upper range of the development spectrum. The CIDA input 
would be intended to maintain an overall degree of concessionality appropriate to 
the country concerned. 


12.6 The Government will review from time to time the terms of loans in the light of 
international developments and of the changing policies of major international 
institutions, taking into account the increasing well-being of some developing 
countries, the need to preserve the concessional character of the Canadian pro- 
gram, and factors relating to management of a variety of terms. 


12.7 Canada will continue to press in international institutions and consortia for 
improving the degree of concessionality of development assistance flows from 
richer to poorer countries. 
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Point 13: Greater Liquidity of Transfers 


The development assistance program will increasingly use, on a selective 
basis, more liquid forms of resource transfers to meet the needs and 
capacities of particular developing countries and international institutions. 


13.1 Many developing countries have, during the 25 years since the inception of 
the aid programs, evolved the administrative capacity to use effectively forms of aid 
which are less structured than the traditional ones such as individual integrated 
projects. Historically, the Canadian bilateral program has used very few resource 
transfer instruments. Tied capital projects, adviser and training projects and food 
‘aid were most common and — with the exception of the latter — most demanding 
from an administrative point of view. Only recently has Canada begun to utilize a 
variety of more flexible instruments of transfer. 


13.2 The following reasons suggest that more liquid forms of resource transfers 
should be attempted: 
— to provide more flexibility in the overall program to adjust rapidly to changing 
world conditions; 
— to allow for better adjustment of Canadian assistance to the particular needs 
of each developing country; 
— to provide for more rapid transfers in a context where the immediate needs of 
countries are pressing; 
— to recognize the growing capacity and will of individual countries to manage 
their own development as autonomously as possible; 
— to reduce the administrative involvement of CIDA and the consequent need 
for staff increases in proportion to budget growth; 
— toimprove the efficiency of the aid program as an instrument for the transfer 
of resources. 


13.3 Increasing the liquidity of the bilateral program will entail selective but more 

_widespread use of general program assistance to key sectors of the economy, lines 
of credit, tied and untied food aid and commodity assistance, and general support 
to indigenous institutions (such as development banks). Such instruments will be 
used where appropriate guarantees of sound utilization of funds can be provided, in 
order to facilitate the transfer of resources from Canada for the best purposes 
determined jointly by the recipient and Canada. As a more generalized use is made 
of such instruments, a constant evaluation will be made to ensure their effective- 
ness and their use in the most appropriate circumstances. 


13.4 Although the assistance provided by international organizations themselves 
has, until recently, been on the basis of structured projects, efforts have been made 
| oy the developing countries, within the framework of the International Monetary 

Find (IMF) to obtain liquid resource transfers for development purposes. A sig- 
nificant step in that direction has been the creation, in the course of 1974, of the 
so-called Oil Facility to provide a form of credit for countries facing acute balance- 
_of-payments problems because of the increase in oil prices. Canada will continue 
to press in these international institutions for the extension of the most flexible 
terms to developing countries, whenever possible; and Canadian contributions to 
multilateral organizations will remain in the form of untied grants or loans. 
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Point 14: Untying of Procurement for Developing Countries 


The Government will liberalize the CIDA procurement regulations by im- — 
mediately untying its bilateral development loans so that developing coun- 
tries would be eligible to compete for contracts; it will consider untying to 
other donor countries in selected cases where this can demonstrably bring 
significant results to the development program. 


14.1. The untying of aid has traditionally been regarded in the international com- 
munity as a desirable objective. The 1970 Foreign Policy Review on International 
Development concluded that Canada would “be prepared to work with other donor 
countries towards agreement on general measures which might be taken to untie 
development assistance on a multilateral basis.” In the absence of any general 
disposition by other donors to take concerted measures to untie development 
assistance funds, the Government decided, in 1970, to introduce specific mea- 
sures unilaterally to improve the quality of the Canadian program, which had 
the effect of potentially untying a significant share of the total aid appropriations. 
These measures included the authority to: 
— untie up to 20 per cent of the total bilateral allocations; 
— channel approximately 25 per cent of the program through multilateral 
institutions; 
— pay shipping costs on goods provided under the official development assis- 
tance program. 


14.2 OnJanuary 1, 1975,a Memorandum of Understanding came into effect at the | 
Development Assistance Committee of the OECD, with the initial support of eight 
DAC members, which requires participating governments to untie their bilateral 
development loans for procurement in developing countries. Canada has not 
adhered to that Memorandum. On the basis of experience in the USA, which untied 
to developing countries several years ago, the Government is convinced that 
adhering to this Understanding would have minimal effects on Canadian exporters 
and would provide developing countries with trade opportunities among them- 
selves as well as further possibilities to develop their industrial sector. Permitting 
procurement at less cost in other developing countries has advantages for the 
recipient and for the source country, which earns economic benefits, including 
increased foreign exchange. 


14.3 Furthermore, the Government will carefully study the implications of untying a 
greater proportion of bilateral allocations to other donor countries. In the future, 
situations may arise where a recipient country requires immediate assistance in a 
sector which cannot readily be met by Canadian capabilities or covered by other 
assistance programs. In preparing for such situations, the Government will eval- 
uate the impact of the progressive liberalization of the current untying authority on 
specific sectors of the Canadian economy and weigh this impact against the poten- 
tial developmental impact on developing countries of liberalized untying provisions. 
Where it is concluded that improvements in the quality of the development assis- 
tance program outweigh any costs to the Canadian economy, CIDA will, in consul- 
tation with other Departments, recommend appropriate changes to Government. 
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Point 15: Relief of Third World Debt 


The Government recognizes the serious problem of indebtedness for de- 
veloping countries and will continue to take a forthcoming attitude towards 
the provision of debt relief on a case-by-case basis and when exceptional 
circumstances warrant it. 


15.1 The Pearson Commission, in 1969, identified indebtedness as a serious 
problem for developing countries. Commercial and concessional flows have placed 
an imposing debt burden of over $110 billion on developing countries. They are 
paying more than $11 billion a year to service that debt, more than the official 
development assistance of all industrialized countries combined. 


15.2 Canada supports the view of the UNCTAD Group of Experts that debt relief 
should not be considered a normal resource transfer mechanism and that it should 
be provided only on a case-by-case basis and when exceptional circumstances 
warrant it. 


15.3 Because of its traditional soft terms, Canada is not among those principally 
responsible for the burden of indebtedness faced by many developing countries; 
nevertheless, Canada recognizes the international character of the problem and 
encourages other creditors to do so. Canada has been active in international 
agreements on refinancing. In addition, on two occasions Canada has unilaterally 
written off portions of debt due it from developing countries. When circumstances 
warrant it, Canada will continue to support international efforts to alleviate the 
foreign-debt burden of the poorest countries and to urge that the softest possible 
conditions be applied to the renegotiated portions of debt. 
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Point 16: Cooperation with the Export Development 
Corporation 


CIDA will continue and where appropriate increase its cooperation with the 
Export Development Corporation (EDC), in activities in developing countries 
that meet the operating criteria of both institutions. 


16.1 One of the ultimate objectives of development cooperation is to lay the 
foundations for a range of economic relations that reflect a diminishing depen- 
dence on concessionality, a growth of self-reliance, and the particular interests and 
aspirations of each partner. 


16.2 As developing countries reach higher ranges of per capita income and are 
increasingly capable of meeting the elementary needs of their people, they may still 
require some forms of technical assistance and expertise, and some kinds of 
capital goods to continue their development process. These needs can be met 
through the activities of the Export Development Corporation, and of the Canadian 
business community, as well as of CIDA. 


16.3 CIDA’s primary purpose is to stimulate development, particularly among the 
poorer developing countries. The EDC’s mandate is to promote the export of 
Canadian goods and services; insofar as developing countries are concerned, the 
EDC's activities, as they relate to long-term financing for capital goods, are directed 
primarily toward the more creditworthy middle and upper income countries. 
Nevertheless, experience has shown that in some activities that meet the criteria of 


effectively, for example through such instruments as parallel lines of credit. 


16.4 CIDA will therefore collaborate with the EDC on a selective basis in the joint or 
parallel support of activities that meet the criteria of both institutions. 
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Flexible Program Management 


Point 17: Diversity of Channels 


The interests of developing countries as well as Canada are best served by 
using a variety of means to transfer resources. The Canadian assistance 
program will continue to respond to the needs of international institutions, 
direct government-to-government relations, and non-governmental organi- 
zations. 


17.1 Rather than determining in advance a fixed proportion of total funds to be 
transferred through each program, Cabinet will determine annually, on the basis of 
appropriate planning, the shares of each of the major programs. Over the next few 
years, it is expected that food aid will represent up to 25 per cent of total funds 
available. Between 25 and 35 per cent of remaining funds will be allocated to 
international institutions, from 55 to 70 per cent to bilateral programs, and from 6 to 
10 per cent to programs of Canadian and international non-governmental organiza- 
tions. 


17.2 The growing role played by international institutions in the rapid transfer of 
resources to the developing countries, the Canadian determination to transfer 
substantial amounts of food aid through multilateral channels, and the need for 
flexibility in the management of the development assistance program justify lifting 
the provision established in 1970 that 25 per cent of funds should be allocated to 
these institutions and allowing greater latitude in determining the share of funds 
appropriate to circumstances. 


17.3 Canada will continue to allocate the greater proportion of its international 
development funds to bilateral programs of cooperation, and will strive to make 
them as innovative and as adaptable to individual country situations as possible. 


17.4 The growing competence of Canadian non-governmental organizations 
(NGOs) and their demonstrated ability to mount substantial programs justify in- 
creased financial contributions from the Government, while at the same time 
preserving the maximum degree of flexibility for private initiatives in the formulation 
and execution of projects. Canada will also expand its new field of support to 
international NGOs as a complement to the Canadian NGO program. 
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Point 18: Food Aid 


The Government undertakes to support a substantial program of food aid, 
including the provision of one million tons of grains per year for the next three 
years. Up to 20 per cent of the food aid program will be available for procure- 
ment in third countries where exceptional circumstances warrant. 


18.1 While agricultural production is the only long-term solution to food shortages 
in the developing world, trends in world production and demand, as well as the 
recent crises, make it extremely likely that food aid will be an urgent and continuing 
component in development assistance programs. The arguments against food aid, 
as a deterrent to domestic production and rationalization of the agricultural sector, 
are well known. Canada, like other donors, must continually weigh the choices 
between provision of assistance for investment in productive sectors, including 
agricultural production, as against the immediate consumption demands of food- 
deficient countries. But until 1980, the precarious level of food stocks stands out 
above other factors and the prospect that these can be rebuilt in the developing 
countries is remote. 


18.2 The Secretary of State for External Affairs announced a Canadian Commit- 
ment at the 1974 Rome Food Conference for the supply of one million tons of grains 
every year for the following three years, as an expression of Canada’s responsibil- 
ity in contributing to solutions of the world’s problems of hunger and malnutrition, in 
addition to other programs of food assistance. Cabinet will review the implications 
of these commitments on the total program should food aid absorb a significantly 
greater portion of the total budget than is envisaged for 1975-76 (23 to 26 per cent). 
In addition, the food aid program will be reviewed in the light of circumstances as 
current commitments expire. 


18.3 An increasing portion of Canada’s food aid will be sent to developing coun- 
tries through multilateral channels, since their overview of the world’s food needs 
assures a rational and efficient allocation of this resource. However, in circum- 
stances where food aid is a logical component of a Canadian aid program or a 
component of emergency relief, assistance will be provided through the bilateral 
program. 


18.4 There are occasions where the provision of food aid can represent an 
important contribution to a country’s welfare but where the nature of the food 
requirements or the difficulties of transport and supply dictate that such food be 
purchased outside of Canada. In order to meet such requirements, up to 20 per 
cent of the total annual Canadian food aid program may be untied for procurement 
in third countries, mainly in the developing world, when circumstances warrant. 


18.5 The harmonization of foreign and domestic policies in the agricultural sector 
is currently under review by a Committee of Senior Officials. There are a number of 
relevant subjects for the Committee’s continuing review including the advisability of 
guaranteeing, on a first refusal basis, a fixed tonnage of cereals for developing 
country markets. 
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Point 19: Emergency Relief 


Canada will respond to the increasingly critical impact of emergency situa- 
tions with more funds, better planned services, and improved coordination 
with the international community. 


19.1 Until now, the international community has responded to disasters on an 
ad hoc basis. It is now clear that the world is moving to a state of “permanent 
emergency” where the impact of disasters on impoverished populations will be 
greater than ever. The magnitude of international disasters demands that donors 
plan in advance their response as a part of overall aid policy. Recent examples of 
disasters requiring integrated responses are the Sahel, Ethiopia, Bangladesh and 
Honduras. Canada and other donors have in the past responded quickly and 
effectively, but it seems certain that the scale of future response by the international 
community must increase substantially if present trends continue. 


19.2 Canada’s past record on emergency relief is internationally recognized as 
excellent, in terms of the rapidity, relevance, and size of response. Since 1970 
Canada has contributed significantly over $60 million in emergency food aid and 
disaster relief to stricken areas in East Pakistan, now Bangladesh, Peru, Vietnam, 
Honduras, Nicaragua, and the Sahel. Canada’s emergency response will therefore 
in part be improved by building on this past experience and by continuing to be 
multi-pronged in terms of the needs that are met, the channels that are used, and 
the linking of short-term relief with longer-term rehabilitation and reconstruction. The 
cooperation of the Canadian Armed Forces in Canada’s international relief effort 
will continue, for they have played an excellent and invaluable role in contributing 
expertise, service and transportation facilities to further such relief efforts. 


19.3 In strengthening its ability to respond to a variety of emergency situations, the 
Government will ensure that no distortion or imbalance affects the development 
assistance program, to the detriment of activities designed to improve the longer 
term well-being of people in developing countries. 
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Point 20: A Permanent Planning Capability 


The Canadian International Development Agency will continue to assess, in 
the light of experience and changing world circumstances, the objectives and 
policies of Canada’s development cooperation and will recommend changes 
to Cabinet through the appropriate interdepartmental mechanisms. 


20.1 This review represents a “best assessment” of present circumstances and 
the foreseeable future. Further policy changes, some of them significant, are not 
only possible, but likely. Ongoing assessment of Canada’s development coopera- 
tion is necessary in the light of the currently rapid evolution of relations between 
developed and developing countries. At the same time, an effective permanent 
capacity for short and long-term planning requires appreciation of developmentas a 
long-term process and of the appropriate time frames for change to be manifest. 


20.2 It is imperative that CIDA monitor and review constantly progress in the 
implementation of the Strategy and provide the necessary adjustments in the light 
of changes; that the Agency be able to review regularly its objectives, priorities and 
programs and, in consultation with other Departments through the Interdepartmen- 
tal Committee on Development Assistance (ICDA) and the Canadian International 
Development Board (CIDB), make appropriate recommendations to the Govern- 
ment. The Interdepartmental Committee on Economic Relations with Developing 
Countries (ICERDC) will be an effective mechanism in monitoring and reviewing 
progress in the implementation of many of the important elements of the Strategy. 


20.3 In order to be aware of and sensitive to issues, needs, and opportunities in 
international development, Canada will periodically hold special consultations with 
developing countries outside the ambit of international institutions. 
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C. Participation of Canadians 


Point 21: Involvement of the Canadian Community 


Though the official program of development cooperation may be financed 
and administered by the Government, it will be organized in such a way as to 
support, strengthen, and intensify the widest possible participation of all 
sectors of the Canadian community: individuals and voluntary non-profit 
organizations, the governments of the provinces, the several departments of 
the federal and provincial governments, universities, and the business sector. 
To support such efforts, the Government will implement an improved and 
expanded program to ensure that relevant information on all dimensions of 
international development is made available to the public. 


21.1 The Government will encourage the setting up of a special voluntary fund that 
will facilitate the participation of provinces, of non-governmental organizations, and 
of individuals in the global Canadian food aid effort. 


21.2 Local, provincial and national non-governmental organizations and groups, 
‘representing people in all regions and walks of life, are already playing an important 
part in international cooperation. This has prompted six provincial governments, 
notably Alberta, Saskatchewan, Manitoba, British Columbia, Ontario and Quebec, 
to provide direct financial support for various types of international cooperation. 
Such initiatives are likely to stimulate even greater activity in, and fund-raising for, 
‘international cooperation by Canadians. 


21.3 Abenefit to Canadians is represented in the thousands of returning teachers, 
engineers, nurses and other Canadian personnel who serve abroad. Their over- 
seas experience benefits them as individuals and enriches Canadian society. It 
adds a new educational and cultural dimension to our relations with the developing 
countries and makes Canada a beneficiary as well as a donor. 


21.4 The Canadian business and industry community continues to play an active 
role in international development. As an additional benefit arising from Canada’s 
development program, thousands of jobs are created in all sectors of the Canadian 
economy and in all regions of the country while market opportunities abroad are 
enhanced for Canadian enterprises. The Government will continue to seek ways 
whereby Canadian business and industry can contribute to strengthening mana- 
gerial capacity in developing countries. 


21.5 The mounting interest and concern of Canadians in issues of international 
development underlines the need for mechanisms, both formal and informal, to 
maintain and strengthen dialogue between the Government and the Canadian 
people on this topic. These mechanisms include regional and national consulta- 
tions with Canadians from all walks of life, enhanced regional liaison programs, and 
increased support for activities that inform the Canadian people about international 
cooperation. 


21.6 International development cooperation opens many new vistas and oppor- 
tunities for Canadians. In solidarity with others, we enrich our own heritage, mature 
as a nation, strengthen our national purpose, and relate more effectively to the 
world in which we live. 


39 


« 
~ 
a 
$ 
% 
yf 
r 
' 
‘ie 
‘att 
vat 
cy 
J! 
~ 
~~ 
c— | 
a 
- 


) i 


4 


“onDige dey 4 


| 


= 


ti. 
7 emerge? +e 


*' Wert od ia 


CR 7 


an 
= hee Suahai't iathty ita 


' ths was 
no nannies 


2 GN, * 


. Voy 


a é ' a 


i % - rer »¥ 


“ 


~>s%@ ry 


—aenese aos 


Appendix | 


Growth of Canadian Official Development Assistance 


(Fiscal Year) 1970/71 1971/72 1972/73 1973/74 1974/75 
Left Hand Scale: 
ODA Disbursements in $ Millions 346 395 507 588 742 
Right Hand Scale: 
As a Percentage of G.N.P. 0.40 0.41 0.48 0.47 0:52 


$ Millions 
1,000 
900 
800 

700 ODA Disbursements 


600 


500 
0.7% of 
G.N.P. 
400 ODA as % of G.N.P. 0.6 
ae 0.5 
300 
0.4 
200 0.3 
0.2 
100 
0.1 


Fiscal 
Year 


1970/71 1971/72 1972/73 1973/74 1974/75 


Source: Historical Statistics, Policy Branch, CIDA 
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Appendix Il 


Growth of Total Net Flows of Canadian Financial Resources to LDC s 


($ US millions rounded) 


(Calendar Year) 1970 1971 1972 1973 1974 
Official Development 
Assistance 346 391 492 515 fi3 
(54.9%) (42.3%) (48.5%) (46.6%) (42.5%) 
Voluntary Agencies 52 49 54 78 57 
(8.3%) (5.3%) (5.3%) (7.1%) (3.4%) 
Other Official Flows 56 60 114 76 160 
(9.0%) (6.5%) (11.2%) (6.9%) (9.5%) 
Private Flows 176 424 B55 435 747 
(27.8%) (45.9%) (35.0%) (39.4%) (44.6%) 
TOTAL 630 924 OTS 1,105 (pA sier/ 
(100%) (100%) (100%) (100%) (100%) 
$ Millions 
1,700 
1,600 
1,500 
Private 
1,400 ~ Flows 
1,300 
1,200 
1,100 
1,000 
Other 
900 Uy Official 
- Flows 
800 —V; 


NAA Voluntary 


700 Agencies 


600 J, 1/11/14 
500_| a] be Ke WN 
son PD 

300 

200 


100 
Calendar 


Year 1970 1971 1972 1973 1974 


-ODA 


Source: Annual Reports by Canada to the Development Assistance Committee (DAC) 
of the Organization for Economic Cooperation and Development (OECD). 
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Appendix Ill 


Canadian Trade with Main Recipients of Bilateral Aid 


($ millions rounded) 
(Calendar Year) 1970 1971 1972 1973 1974 


Exports 679 685 663 882 1,500 
Imports 396 388 451 590 779 
Balance 283 298 211 292 722 
$ Millions 

2,000 

1,500 


Exports — Imports 


1,000 
500 
Calendar 
Year 1970 1971 1972 1973 1974 


Source: CIDA Annual Reviews 
Statistics Canada. 
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Appendix IV 


Disbursements of Canadian Official Development Assistance 
as a Percentage of Total Federal Government Estimates 


($ billions) 
(Fiscal Year) 1970/71 1971/72 1972/73 1973/74 1974/75 
Left Hand Scale: 
Total Government Estimates 14e7, 16.6 18.3 20.1 28.2 
Right Hand Scale: 
ODA as a Percentage of Estimates 2.36 no, 2.78 2.80 2.69 


$ Billions 
30.0 


25.0 


Total Estimates 


20.0 


tou) 


10.0 5.0% of 
Estimates 
4.0 
ODA as % of Estimates 
3.0 
5.0 
2.0 
120 
Fiscal Year 


1970/71 1971/72 1972/73 1973/74 1974/75 


Source: Government of Canada Estimates 
Historical Statistics, Policy Branch, CIDA 


ad 


Bilateral 
Multilateral 
Food Aid 


Other 


TOTAL 


$ Millions 
800 


700 


60 


oO 


50 


(2) 


400 


30 


(o) 


20 


(o) 


100 


_ Fiscal Year 


Appendix V 
Breakdown of Canadian Disbursements by Program 


($ millions rounded) 


(Fiscal Year) 1970/71 1971/72 1 972/73 1973/74 1974/75 
178 205 223 he 339 

(51.4%) (51.9%) - (44.0%) (46.3%) (45.7%) 
50 82 137 165 182 

(14.5%) (20.8%) (27.0%) (28.1%) (24.5%) 
104 80 112 115 ips 

(30.1%) (20.3%) (22.1%) (19.6%) (23.6%) 
14 28 35 36 46 

(4.0%) (7.1%) (6.9%) (6.1%) (6.2%) 
346 395 507 588 742 
(100%) (100%) (100%) (100%) (100%) 

ee Other 


<— Multilateral 


~<— Bilateral 


1973/74 1974/75 


NOTA f2 


1970/71 1972/73 


Source: Historical Statistics, Policy Branch, CIDA 
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Appendix VI 


Regional Breakdown of Canadian Bilateral Disbursements 
(Incl. Bilateral Food Aid) 


($ millions rounded) 


(Fiscal Year) 1970/71 1971/72 1972/73 1973/74 1974/75 
Asia 180 148 175 204 244 
(68.4%) (55.6%) (55.4%) (56.0%) (49.5%) 
Commonwealth Africa 25 50 54 64 109 
(9.5%) (18.8%) (17.1%) (17.6%) (22.1%) 
Francophone Africa 30 45 59 67 99 
(11.4%) (16.9%) (18.7%) (18.4%) (20.1%) 
Caribbean 19 14 16 16 20 
(7.2%) (5.3%) (5.1%) (4.4%) (4.1%) 
Latin America 9 ) 12 1S ei 
(3.4%) (3.4%) (3.8%) (3.6%) (4.3%) 
TOTAL 263 266 316 363 493 
(100%) (100%) (100%) (100%) (106%) 
$ Millions 
600 
500 Latin 
| ss |[~#— America 


<— Caribbean 


400 


300 


Ud 
NS 3 


UL 
K\ 


200 VLLLLE 
SSS 


WU 
SS } 


~=«— Asia 
100 


Fiscal Year 


1970/71 ae caw ieee 1972/73 1973/74 


1974/75 


Source: Historical Statistics, Policy Branch, CIDA 
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Appendix VII 


Distribution of Canadian Bilateral Aid Flows 
by GNP Level of Recipient Countries 


($ Cdn. millions ) 


(Fiscal Year) 


Categories of Countries: 


Less than $200 GNP 

By Percentage 

GNP $200 - $375 

By Percentage 

GNP over $375 

By Percentage 

Regional and Unallocable 
By Percentage 


Total Bilateral Aid 
By Percentage 


1970/71 


187.83 
(71.38) 
29.27 
(11.12) 
41.87 
(15.91) 
4.19 


(1.59) 


263.16 
(100.00) 


- Sources: GNP — World Bank Atlas 1974 
| Disbursements — 1970/71 — 1973/74 Historical Statistics, Policy Branch, CIDA 
1974/75 CIDA FRS March Final 


1971/72 


183.40 
(68.84) 
31.41 
(11.79) 
49.41 
(18.55) 

2.19 


(0.82) 


266.41 
(100.00) 


1972/73 


210.91 
(66.81) 
49.24 
(15.60) 
52.94 
(16.77) 
2.60 


(0.82) 


315.69 
(100.00) 


1973/74 


260.21 
(71.70) 
37.18 
(10.24) 
56.13 
(15.47) 
9.40 


(2.59) 


362.92 
(100.00) 


1974/75 


359.52 
(72.97) 
54.64 
(11.09) 
67.82 
(13.77) 
10.69 


(2.17) 


492.67 
(100.00) 
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Appendix VIII 


Actual and Estimated Disbursements of Canadian Official Development Assistance 
in Relation to the Official UN Target (0.7 per cent of GNP) 


eS Soe 0.7 per cent of actual GNP Line A. assumes 12 per cent annual average growth rate of GNP 
actual disbursements Line B. assumes 10 per cent annual average growth rate of GNP 
# est. disbursements 1975/76 Line C. assumes 8 per cent annual average growth rate of GNP 


$ Millions 
2,000 


forecast limits of 0.7 per cent of GNP *estimates 


1,500 


1,000 


500 


Estimated 


1967/68 1968/69 1969/70 1970/71 1971/72 1972/73 1973/74 1974/75 1975/76 1976/77 1977/78 1978/79 1979/80 1980/81 


Sources: CIDA Annual Reviews 
Statistics Canada me) 
1975/76 Program Forecast, Policy Branch, CIDA. + 
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